3i6                  TO T. CLIFFE LESLIE

1871    read it with the greatest interest.   You have made out a
~     stronger case than I was aware could be made, of incon-
5' venience and economic loss from the various restrictions
on business necessitated by the existence of any cause or
customs.    Well, this does not decide  the question, for
every tax produces a great deal  of incidental mischief,
and the problem is to find which are those that produce
the  least.   We  have  got  to   compare  the evils of our
remaining indirect taxes with those of the best substitutes
that it is possible to provide in lieu of them,    I cannot
but think that to justify the entire abolition of indirect
taxes there should be some better substitute suggested
than a shilling income tax.   You take no notice of the
demoralising effect of a tax, of which the assessment de-
pends on people's own returns of their income.   I look
upon this as a very serious matter indeed.    One who
knew City people very well, predicted, when the income
tax was first laid on by Sir Robert Peel, that the conse-
quence of it would be a great deterioration of commercial
morality.   Since then we have always been hearing com-
plaints of the growth of mercantile dishonesty; the most
flagrant instances of it have been detected where they were
least looked for, and though, of course, it is impossible
distinctly to trace the connection between this and the
income tax, I have never doubted that the tax has greatly
contributed to it.   A false return of income tax ha,s pro-
bably been in innumerable instances the first dereliction
of pecuniary integrity.   That this evil must be still further
increased  by every increase of the tax could  only be
doubted on the supposition that this dishonesty is now
so widely spread as not to admit of any further increase.
Besides, the evil would be actually added to by one of the
most necessary improvements in the income tax, viz, that
of requiring returns from those who at present have their
income tax deducted from their income at the time of
receipt.   Nothing can be more unjust than to levy income
tax from multitudes of people whose income is below the
limit at which the tax professedly ceases, or at which the
percentage is reduced, and throw upon them, poor, ignor-in
